Bill Luna
County Executive Qfficer

Jay E. Orr
Assistant County Executive Officer

Executive Office, County of Riverside

November 13, 2008

Honorable Board of Supervisors

County of Riverside

Raobert T. Andersen Administrative Center
4080 Lemon Street, 5" Floor

Riverside, California 92501-3651

Subject: BUDGET BALANCING STRATEGIES

Board Members:

On today’s agenda are two items presented to help balance the County budget during
this local and global financial crisis. As | described at your November 4 meeting, | have
implemented five initial strategies to curbing current spending:

1) An early retirement incentive

2) A lower limit on redeeming management leave

3) Containment of overtime pay

4) Monitoring the use of temporary employees

5) A cap (based on current employment) on departmental hiring called the MFR
(Maximum Fill Rate)

Additional strategies are being developed and will be revealed later in this fiscal year.

To activate the first two strategies above, your Board must approve agenda items 3.31
and 3.32. The second two strategies are being coordinated by my staff in the Executive
Office. The fifth, the MFR, was described to department heads at our November 10
meeting, and immediately implemented.

The MFR is a mechanism to ensure that County employment does not grow while we
are in this challenging period. Department heads, including public safety, have been
instructed not to exceed the level of employment that was in place on November 5,
2008. The reasoning behind the MFR is that a department should be able to operate
through the remainder of the fiscal year with its current number of employees, if not
fewer.
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The MFR allows County business to continue as usual while we evaluate more drastic
cost containment measures. It allows the public safety departments to operate at their
current levels, thereby maintaining your highest priority functions. It also avoids the
pain of unnecessary reductions in force.

Each department has access to its number of on-board staff. The Human Resources
Director has been instructed that hiring is not to resume for all departments until the
number of employees on-board drops beiow that MFR number. Exemptions for all
County departments will require permission from the CEO. The department's budget
must also be in balance for consideration.

| appreciate your support in enforcing these employment limits. As CEO, | am charged
with establishing control systems such as this to ensure that we function within our
means. To forego such controls at this stage would be short-sighted.

R%
BLELUNA

County Executive Officer
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SUBMITTAL TO THE BOARD OF SUPERVISORS
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA

FROM: Human Resources Department SUBMITTAL DATE:
November 7, 2008

SUBJECT: Early Retirement Service Credlt under the California Public Employees’ Retirement System
(CalPERS) and Medical Coverage for such Retirees.

RECOMMENDED MOTION:

1) Authorize the County of Riverside to offer two years of additional service credit to all eligible County
employees in job classifications covered under the Miscellaneous contract excluding Elected
Officials, Parks, Flood, and Waste Special Districts (Attachment 1);

2) certify compliance with Government Code Sections 7507 and 20903, Attachments 2 and 3,

3) on December 9, 2008, adopt Resolution 2008-433 1o establish the window period in accordance
with CalPERS requirements (Attachments 4 and 5), and;

4) praovide non-Medicare eligible employees who elect this early retirement option by March 31, 2009,
the same retiree medical plan rates and coverage as those employees who retire on or before
December 31, 2008. Eligible employees who elect this early retirement option will thus receive
retiree medical plan coverage at the same rate as active employees until January 1, 2011,

Ac;.mc-’?'»'?—- et g,{//z;f""'ui TN

Barbara A. Qlivier, Asst. HR Director for
Ronald W. Komers, Department Head

Current F.Y. Total Cost: 11,110,465 In Current Year Budget: No
FINANCIAL _ $ . _
DATA urrent F.Y. Net County Cost: 50 Budget Adjustment: No
Annual Net County Cost: $0 For Fiscal Year: 2008/09
SOURCE OF FUNDS: Departmental Revenue Positions To Be [

Deleted Per A-30
Requires 4/5 Vote| [ ]

C.E.O. RECOMMENDATION:

APPROVE

County Executive Office Signature

Prev. Agn. Ref.: 06/03/2008, 3.43 and District: Agenda Number: 3 ) 3 2
06/17/2008, 3.23 '

GUEXECIForm 111BenefitsiGolden Handshaka 2008-09.doe
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BACKGROUND:

The County is presently in a sound financial position, but recent losses in property and sales taxes,
as well as potential cuts in state funding will require a substantial reduction in the County General
Fund operating budget. On October 28, 2008 the County Executive Officer indicated that County
General Funded departments must pian for a 25% reduction over four years.

Effective January 1, 2000, a new Government Code Section 20903 renewed the option to grant
additional service credit under certain circumstances to agencies contracting with the California
Public Employees’ Retirement System (CalPERS). This option was utilized by the Department of
Purchasing and Fleet Services on October 31, 2000, Resolution 2000-282; Transportation and Land
Management Agency's Building and Safety Department on July 17, 2007, Resolution 2007-331; and
The Department of Environmental Health on June 17, 2008, Resolution 2008-252.

It is requested that the Board of Supervisors authorize the early retirement option to approximately
3,400 eligible age-appropriate County of Riverside employees, out of 15,245 Miscellaneous
employees covered by the CalPERS Miscellaneous contract, excluding Elected Officials, Parks,
Flood and Waste Special Districts who:

1. Have attained 50 years of age;
2. Have five or more years of service credit with the County; and

3. Retire within the 90-day retirement window period specified by the County
(Attachment 1).

This action is proposed as a mitigation of layoffs. Employees who elect the benefit will create
vacancies in General Fund and non-General Fund positions that can be used to mitigate the effect of
the impending significant budget cuts that will require the elimination of positions.

To implement this change, it is necessary to provide two certifications to CalPERS, as provided in
Attachments 2 and 3. The Certification of Compliance with Government Code Section 7507
(Attachment 2) certifies the cost of this benefit is being made public, and the Certification of
Compliance with Government Code Section 20903 (Attachment 3) confirms the County’s need to
take this action, and that:

1. Impending layoffs constitute at least 1 percent of the job classification, department or
organizational unit, as designated by the County; and

2. By this action it is the intent of the County to create unfilled vacancies thereby
resulting in a permanent overall reduction in the work force.

In addition, no earlier than two weeks after this public notice, this item must be returned to the
Board’s agenda for final adoption of the formal Resolution, Attachment 5.

The cost of this action can be paid in one of two ways: the estimated cost can be paid in a lump sum
to CalPERS, or it can be added to the County’s actuarial accrued liability, which will result in an
employer contribution rate increase over 20 years.
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BACKGROUND continued:

We presently have approximately 1,021 eligible employees who are over age 59, 609 eligible
employees over the age of 61, and 378 eligible employees over the age of 63. We believe that these
groups would be the most likely to accept the early retirement incentive. Attachment 6 contains a
complete breakdown of eligible employees by attained age.

At present the CalPERS Miscellaneous Plan has assets valued over $2.89 billion and is funded at
110%. If all eligible employees elected the early retirement option the cost to the County would be
approximately $144 million. However, past experience suggests that a relatively low percentage of
eligible employees elect an early retirement option. Below, we have provided three possible cost
estimates for this action along with projected salary savings due to the resulting vacant positions and
increased CalPERS employer contribution rates.

Estimated Costs* 5% Accept 3% Accept 1% Accept
Incentive Incentive Incentive
Number of Employees 172 103 34
Service Credit Cost $7,667,000 $4,600,000 $1,533,000
Annual Compensation & $15,332,000 $9,181,000 $3,031,000

Benefits Savings

Employer Contribution 0.0878% 0.0527% 0.0176%
Rate Increase as a
percent of payroll
beginning in fiscal year
10/11

*Assumes that employees’ taking the early retirement incentive are age 59, earn $61,474 per year
with an additional 45% benefits factor.

The Human Resources Department recommends that the cost for this early retirement program be
included in the County's employer contribution rate. CalPERS will increase the rate in the fiscal year
that begins two years after the end of the designated retirement date window. This delay will be
factored into budget planning.

In order to further incentivize eligible employees to retire within the January 1, 2009 through March
31, 2009 retirement window established by this action, the Human Resources Depariment
recommends that these employees be offered retiree medical coverage and rates on the same basis
as those retirees who retire on or before December 31, 2008. On September 12, 20086, the Board
adopted a policy to establish separate medical rates starting January 1, 2009 for non-Medicare-
eligible retirees rather than blending their rates with active employees. This action extends the period
of eligibility for subsidized medical plan rates by an additional three months, and these employees will
receive retiree medical plan coverage at the same rate as active employees until January 1, 2011.




Attachment 1
Optional Early Retirement Credit
Eligible Departments/Classifications: All Riverside County Job Classifications covered by

PERS Miscellaneous contract; excluding elected officials,
Parks, Flood and Waste Special Districts.

Eligible Retirement Dates: January 1, 2009 through March 31, 2008
Estimated for Eligible Emplovees:
A. Assume ail employees elect early PERS Seyvice Credit Estimate $144,174,672
retirement option Leave Balance Estimate $ 68,144,358
Total $212,319,030
B. Assume 5% of employees elect early PERS Service Credit Estimate $ 7,666,020
retirement option* Leave Balance Estimate $ 3,443,544
Total $ 11,110,464

*Assumes that employees® taking the carly retirement incentive are age 59 and earn $61,474.
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CALIFORMIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
Actuarial ang Emplover Services Branch

Public Agency Contract Services

P.O. Box 84270

Sacramento, CA 84229-2708
{888) CalPERS (2255!'3??}

CERTIFICATION OF COMPLIANCE WITH
GOVERNMENT CODE SECTION 7507

I hereby certify that in accordance with Section 7507 of the Government Code
‘ the future annuat costs as determined by the Systemn Actuary for the increase
|
| in retirement benefit(s) have been made public at a public meefing of the

of the

{goveming body)

{public-agency)

on

which is at least two weeks prior to the adoption of the
{date)

Resolgiion / Ordinance.

Attachment 2

Clerk/Secretary

Tile

ate

PERS-CON-12A frev. 1/96)




CALIFORNIA PURLIC EMPLOYEES RETIREMENT SYSTEM Aviachment 3
Actuarial and Empicyes Terinas Bransh
Public Agency Contract Services

F.0. Box 84270%

Sacramento, CA §4229-270g

CERTIFICATION OF COMPLIANCE WITH
GOVERNMENT CODE SECTION 20003

In accordance with Government Code Secton 20803 and e cintract between the

Public Empioyees’ Retirernent System, the Board of Supervisors of the County of
Riverside hereby ceriifies that:

i. Becauseofan impending curtailment of, or change in the manner of performing

service, the best interests of the agency will be served by granting such additionat
service credit.

2.  The added cost to the retirement fund for all eligible empiovess who retire during
the designated window period will be included in the comracting agency's

empioyer coniribution rate for the fiscal year that begins two vears after the end of
the designated periog.

3. ithes =slecied {0 become subject to Section 20903 because of impending ]
mandatory transfers, demotions, and layoffs that constituie at least 1 percent of the
job classification, depariment or organizational unit, as designated by the
govemning body, resuiting from the curtailment of, or change in the manner of
performing, its services.

4. lsintention at the time Section 20903 becomes operative is {0 keep all vacanciss
Created by retirements under this section or at ieast one vacancy in any position in
any department or cther organizational uni permanently unflled thereby resulting
in an overall reduction in the work force of such department or organizational unit.

THEREFORE, e Board of Supervisors of the County of Riverside hereby elects o
provide the benefits of Govermment Code Section 20803 to alt efigible members who
retire within the designated period, through

BOARD OF SUPERVISORS

OF THE
GCOUNTY OF RIVERSIDE
BY
Presiding Officer
Atfest:
Clerk/Secretary
Date

2yr certfiication-PA {Rev. 4/04)




Attachment 4
CALIFORMIA PUBLIC EMPLOYEES" RETIREMENT SYSTEM
Actuarial and Employer Services Branch
Public Agency Contract Services
P.0. Box 842709
Sacramento, CA 84229-2709
{888) CalPERS (225-7377)

CERTIFICATION OF GGVERN!NG-BGDTS ACTION
Resolution 2008-483

§ t hereby ceriify that the foregoing is 2 true and correct copy of a Resolution adopted by the
|

of the

{(goveming body)

{public agency)

a1

{date}

Clerk/Secretary

Titie

PERS-CON-12 {rav. 158}




Attachment 5

BOARD OF SUPERVISORS
OF THE
COUNTY OF RIVERSIDE
RESOLUTION
TO
GRANT ANOTHER DESIGNATED PERIOD
FOR
TWO YEARS ADDITIONAL SERVICE CREDIT

Reésolution 2008-483

WHEREAS, the Board of Supervisors of the County of Riverside is a confracting Public
Agency of the Public Employees’ Retirement Systemn; and

WHEREAS, said Public Agency desires o provide another designated pericd for Two
Years Additions! Service Credit, Section 20803, based on the confract
amendment inciuded in said contract which provided for Section 20803,
Two Years Addifional Service Credit, for eligible members:

NOW, THEREFORE. BE IT RESOLVED, that said Board of Supervisors does seek to
add another designated period, and does hereby authorize this Resolution,
indicating a desire to add & designated period from

through for
eligible members in the
Adopied and approved this day of ,
BOARD CF SUPERVISORS
CF THE

COUNTY OF RIVERSIDE

BY
Presiding Officer

Altest:

Clerk/Secretary

(Rev. 136}




Early Retirement Incentive Analysis

AII Ehglble Regular Mlscellaneous Employees

et '_ e Aueraga ’feafs of , ¥
ooAge i Count . Sarvics: Compensaﬁon Ccmpa sation.

50 318 14.91 $62,288.95  $19,870, 175.72
51 285 14.57  $61,977.37  $17,663,550.36
52 294 15.72  $61,977.37 $18,221,346.69
53 263 14.85  $62,938.92  $16,552,935.99
54 282 15.18  $61,238.69  $17,269,310.04
55 283 15.01  $60,775.81 $17,199,554.16
56 273 15.96  $62,0968.18 $17,190,313.20
57 226 15.87  $62,410.88 $14,104,859.39
58 194 1570 $62,796.41 $12,182,502.63
59 225 1541 $61,743.49 $13,892,285.94
60 187 1726 $62,352.07 $11,659,836.60
61 131 1468  $57,400.92 $7,691,723.51
62 100 1418  $62,633.86 $6,138,118.23
63 92 13.01  $54,332.22 $4,944,231.86
64 89 13.28  $67,361.23 $6,129,871.65
65 62 13.29  $55,672.84 $3,340,370.70
65+ 135 13.37  $54,505.75 §7,358,276.51

Total 3,439 $211,409,263.18

Mean 14.84 $60,904.41 $61,474.05

Median $61,977.37

Weighted Avg.Age

Total

Age Count Average Service Compensgation
59+ 1021 14.31 $61,154,715.00
61+ 609 13.64 $35,602,592.45
63+ 378 13 $21,772,750.72

Attachment 6



